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June 15, 1976

B-156603
The Honorabie George Miller '{; t\\ih\% l\%%
The Honorab?e Jdohn Mcss ot -
House of Representatives BESt RN
LMO098147

Gentlemen:

This is in response to your letter of Septerber 2, 1875, to the
Comptrolier General. Your letter asked about (1) cil comoary rrofits
on Quter Continental Shelf {CCS) orerations, (2} the Cepartrent of the
Intericr's cffsnore royvalty accounting procedures, and {3} tne rela- 3o
tionship beiween major 0il producers ana tne regulatory agencies of

the Federal Government.

With respect to the first question, 0i7 company profits on OCS
operations, it was agreed with vour offices that we would not under-
take any work at this time since other studiess of the matter were
underway. Cocrcerning the Interior Department's offshore royalty prac-
tices, we agreed to discuss with your representatives tne scope of the
Department’s pianned audit of offshore royaity accounting practices.
As soon as the Department ccmoletes its audit plan, we will review it
and meet witn your representatives. Tnis letter responds to the third
area, concerning tne relationship betwsen the major o0il producers and
the regulatory agencies of the Federal Government.

Specifically, you asked about excentiors fren regular accounting
rules as weli as any otrer requests fren tre o°1 ccmenies for devia-
tion from stancara oDeraIing Drocesuvss. Lo cisfussen witn vour
offices, we requested this information tnrougn a ietter of inquiry
(copy enclosed) to the foliowing departments and agencies:

-=-Environmental Protection Agency:

-=Federal Energy Acministration. . -
-~Federal Maritime Commission.,

--Federal Power Commission. -

--federal Trade Commissien.-

--Department c¢f the Interior.:

--Interstate (crmerce Commission..

--Jepartment of Transportation.,
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Iﬁ addition,

~obtained information from the Sacurities and Exchange
Commission

c2cause we nad supplied similar information con-
rassman JMcss in May 1975, we updated the information
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We asked thase agencies to furnish us with information on any
requests for waivars, =sxceotions, exemptions, or moaifications of
agency rules ana resuiations or reporting recuirements Trcm Septemper
1973 through Octcoer 1375. We also asked for :nfarmation on any un-
solicited requests oy the companies for changes in rules or oroceaures
before proposed ruiemaking. ke requested this information for the
following 10 oil companies:

American 0i1 Company Shell 0i1 Company
Atlantic Richfield Standard 0i1 (California)
Exxon Standard Qi1 (Chicj

Gulif 011 Ccmpany Sun 011 Corpany

Mobil Qi1 Company Texaco

Although your request asked for all oil company requests for devia-
tions from standard operating procedures, it is our understanding, oased
on discussions with your orficaes, that the point of interast was any
deviation which couid affect accounting procecures resuiting in distorted
financial reporting. In tnis regard, other tran tne action by SZC, of
which you are already aware, we noted no instarces wnich weuld apcear to
result in distortions of financial reporting. ne rollowing briefly sum-
marizes the information obtainea in response to our letter of inquiry.
Copies of the detailed informaticn received from each agency were previ-
ously furnisned to your office.

Environmental Protection Acency (EPA) . ed -

EPA received the following requests for changes to its established
procedures.

--A request by the Offshore Operators Cormittee for an
amendment to regulations to exemot certain discharges
from drilling cperations. The Committse reoresents
the oil companies {mostly majcr ccrpanies) operating
in the Gulf of Mexico. Pending submissicn of test
data by the operators, EPA has taken no action.

--A reguest by Shell for a variance from cetroleum
effluent guidelines. EPA determined trat this

request was not sufficiently justified by the %,
evidence submitted by Shell. R \- Ao
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--A total of eight requests wers made by Shell, Sun
0i1, Texaco, Gulf 0il, and Atlantic Ricnfield for
re]axation of sulfur in Tuel reguirements cGuring
and after the oil empargo. ilearly ail were approved
for periods of 30 to 30 days.

Federal Eneray Administraticn {FEA) 75

In response to our inquiry, FEA did not provide any specific
information; instead, it cited published decisions and orcers, as well
as agency files in general. We reviewed the published reguests for
exceptions, appeals, stays, and modifications of FEA rules and regula-
tions. There were 181 requests, of which 33 were granted and 2 were
partially granted. None of tnese actions invoived procedures wnich
would tend to distors Firzozzi recorting.

Although cur request for irfgrmation covared the period bedinning
September 19723, cuciicaticn o7 inese orders was startea in Marcn 1974,
According to an FEA official, the nature oT the reguests tefare March
1974 was essentially the same as after they began to be oublished.
During the o0il embargo, most requests came from small retailers, whereas
since that time, most regquests have ccme frcm larger operators--refiners
and producers. lwe discussed tnis matter with vour officss, and it was
agreed that because these FEA actions (cealing with smaller ccompanies
and/or nonaccounting Tatters, IiC 70t Touch ¢n your area ot interest, it
would not be necessary to searcn FEA files covering the earlier periocd.

Federal Maritire Commission {E¥C) 7o

{>

No waivers, exemptions, exceptions, or modifications to standard
operating procadures were rsjuasted.

§ Federal Power Cormission (FPC) & _

Information furnished by FPC covered five areas with respect to
requests for deviations fTrom estaclished FPC procedures.
--Atlantic Richfield. Zul¥ 041, Mcbil, Shell, Standard
011 {(Chio), and Sun il recuested extsnsions for filing
FPC Form 40 (Natural Zas Ccmpanies Annual Report of
Proved Dcmestic 5as Reserves). The exiensions rancged
grgm 5 to 5-1/2 months and were granted on (October 28,
975.

-=A11 10 0i1 ccmoanies requested reconsideration of
termination of 60-cay ana ilimitea-term orocedures for
emergency sale of natural cas. The orocedures were
reinstated on September 9, 1974.
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--Mobil 011 requested two extensions of &0-day emer-
gency sales of natural gas. These were grantaq
on September 10 and 11, 1973.

-=Sun 011, Guif 0il1, and Texaco each requested
extensions of time to submit data or Tile raorms.
Extensions were grantea on Novemper 23, 1573,
November 11, 1974, and June 13, 1975, respectively.

--Commission Order 491 extended for up to 180 days
emergency sales of natural gas by all producers to
interstate pipelines, to nelp consumers obtain ade-
quate and reliable service for the 1973-74 winter
season, but was challenged in the courts. Thus,
some producars filed for ingivicual sxtensigns of
60-day smergsncy sales uncer Trs Crevicus orocaaurs.
When order 431 was uoneld, the axztensions wnicn nacd
been granted were rendered moot. C(ompanies tiling
for extension were: Texaco, Exxon, Mobil, Atlantic
Richfield, Gulf 0il, Sun 0i1, Standard 0il (Chio),
and Amoco.

With respect to 60-day emergency sales of natural gas, we previously
reported to Congressman Moss that extensions to such sales were
improper (B-1380228, dated September 13, 1374).

The FTC response dealt with four orders served on one or more
of the o1l ccmpanises, as well as many other firms, to file scecial
reports--1973 anag 1974 Line of Business Recorts, Natural Gas Reports,
and Corporate ~2:tarns Report. In response to the grders, various
companies, inciuding some of the oil companies, filed motions %o quash
the orders. Ccrpanies filing inciuded Atlantic Ricnfield, Exxon, Gulf,
Mobil, Shell, Stancara 01l (California), Texaco, Stanaard Qi1 {Chia),
and Amoco. All the motions were denied.

-

Department of the Intzrior

The Department received a number of recuests for deviations or
modifications of eszablisnhed drilling, operation, and maintenance
procedures on oil and cas leases, both offshore and cnshore. Most of
these dealt with testing recuirements or modifications of oil or cas
well equipment. QOffshore, there wers apout 1,400 requests, dealing
with such matters as tyoe of subsurface safety device, drilling oiatforms
and structures, pipelines. and oroduction rates. Onsnore, there were
25 requests, mostly dealing with drilling or production procedures.
Nearly all these reauests were granted. None of those granted distorted
financial reporting.
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Interstate Cormerce Commission (ICC) 7%

ICC reported 12 requests for deviations to established procedures,
all pertaining to onshore operations. Six of these pertalnea 0 tne

following accounting matters.

--Amoco Pipe Line Company requested approval to use
the equity method of accounting for investments in
subsidiaries in books of account as well as for
financial reporting purposes. This request was
approved on January 2, 1975.

«-Gulf Refining Company and Arapahoe Pipe Line Company
{Atlantic Ricnfield) asked for approval 0 use ccm-
puter outcut microfilm systems for record retanticn
requirements. Tne reguests were approved on Juiy 2,
1975. (On October 29, 1975, all carriers were granted
similar authority.)

--A request by the Sun Pipe Line Company to record "Ad
Valorem Tax" on an as-paid basis was denied on May 7,
1974,

--The Mebil Qi1 Company, for its Mobil Pipe Line Company
and Wolverine Pipe Line Company, made requests to
increase the minimum amount for capitalization to 33COC.
These requests were approved on August 12 and Novemper 4,
1974, respectively.

The other six reguests pertained to rate establishment or publi-

cation and did not affect accounting procedures.

Department of Transportation 29

Only the Coast Guard and the Materials Transportation Bureau
the Department received requests from o0il companies to modify exis
procedures or establish new rulemaking.

The Coast Guard is responsible for reguiating U.S. recreation
and commercial fleets and orotecting and controlling {nland, offsh
and marine environment, including poiiution by substances other th
0i1, such as waste aiscnarges by ships.

Requests were received concerning temporary waivers of discha

of
ting

at
ore,
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containment ragulations, emergency facility shutdown, use of a com-

puterized payroll system, and extension of time to submit a design
drawing for a ship and for authorization of a chemical shipment.
of these were approved.
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The Mater{ials Transportation Bureau has jurisdiction over the
shipment of hazardous materiais, incluaing containers and iabeiing,
and the issuance o7 permits for the transport of nazaracus materials.

-=Texaco and the Exxon Pipeline Company reaquested
waivers from compliance witn lectzering ana mark-
ing requirements of the pipeline safaty requia-
tions. The Texaco request was denied; the Sxxon
request was rencing at the time the Jepartment
responded to our inguiry.

-=Mobi1 and Shell both had petitioned for new
rulemaking with respect to hazardous sub-
stance packaging. Both recuests were pending
when the Cerartment resoonaed t2 our inquiry.

-=Amoco, Atlantic Richfield. Exxon, Guif Cil, ¥obil,
Shell, Texaco, and Sun Qi1 all mzde various re-
quests for hazardous substance transport permits.
These were in accordance with regulations requir-
ing permits for such shipments and were granted.

5  Securities and Exchance Commission 193

A basic purpose of SEC is to reguire companies with oublicly held
securities to make adequate disclosures of financial ang otner infer-
— mation relevant to investors and the pubiic. SEC does not orescrikbe
standard operating preocsaures Tor the ccroanies uncer its jurisciction.
SEC has not exempted oil companies tTrom its regular infaormation dis-
¢losure recuirements, excapt for the five waivers atfecting the re-
porting for Aramco and tnhe Shell subsidiary which is discussed telow.

SEC requires companies with oublicly held securities *o orovide
separate financial statements for significant unconsciiziazed sub-
sidiaries. Rscuesting waivers to tnis recorting requiremsnt were the
then four owners of Aramco {Meobil 071, Standard 011 (California),
Texaco, and Exxcn) and the "Shell" Tr=rsncr+ and Trading Ccroany,

Limited, which operates a subsidiary similar to Arazmco in Nigeria.

These five ccmpanies are the only companies which have recuested
and been granted waivers to the reporting requirement for significant
|
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unconsolidated subsidiaries. A May 1974 GAQ reportl/ stated that SEC's
decisicn to grant the reporting waivers was a reasonable exercise of
regulatory judgment.

Although the certified public accountants which audited Aramco's
1974 financial statements couid not definitely determine hcw the
ownership percentages were cnanging, the accountants viewed tne sub-
sidiary’'s statements unaar the assumption that the Saudi Arabian
Government had, during 1974, acquired a substantial majority interest.

The accountants noted that further discussions were being held
which might lead to an increased Saudi Arabian Government interest.
Should the interests of Mobil, Standard, Texaco, and Exxon continue to
diminish, Aramco could lose its status as a significant subsidiary to
the oii ccreantes. This <ninrge would make it Jinnecessary tor 3¢l 0
continua its waivers certaining to Aramgo regoriing.

We trust that the foregoing information is responsive to your
needs, as discussed with your offices.

Sincere]y,

Y<i§; Hughe

Phil
Assistant Comptrolier General

Enclosure

leetter report to Congressman Moss, B-181217, May 29, 1974.
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RESOURCES AND ECONCMIC

DEVELOPMENT DIVISION pEC 1 e 1975

The Honorable Thomas S. Kleppe
Secretary, Department of the Interior
Washington, D.C. 20240

Dear Mr. Secretary:

The General Accounting Office has been requested by the

s
Chairman, Subccmmittee on Cversignt 3ad Investigations, Zouse
Committee ¢n Int2rstace and for e’;? -ZTmmerce, and Representative
George Miller, a Tamper cf the Ad Ioc Select Committee on the

Outer Continental Shelf, to review tne relationship bDetween
major o0il companies and Federal regulatory agencies with par-
ticular emphasis cn whether requests have been made by the
companies for waivers and/or modifications of rules and
requlations.

The purpose of this letter is to request that the Department
of the Interior furnish us with information on any regquest
for waivers, exceptions, exemptions, or modifications of agency
rules and regulaticns or reporting resquirements during the
period September 1973 through October 1975. Any unsolicited
requests by the companies for changes in the Department's
rules or procedures cricr to issuance of prorosed rulemaking,
should also ke included. In all cases where such reguests
have been made we would like vou to furnish the discosition
of the request and dates action was taxen. For »urposes
of this request tne following companies are considered the
major oil companies:

_American 0il Company Shell 0il Company
_Atlantic Richfield Standard 0il (California)
Exxon Standard 0il {Chio)
Gulf Oil Company Sun 0il Company
Mobil C©il Company Texaco

Where feasible we would appreciate your separating out actions
pertaining to Quter Continental Shelf matters. .

We would appreciate receiving your response to this request
within thirty days.
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9 with it in the requested time, please
Chervenak’or Mr. Mark Gebicke of our
©grams on” 361-337s.
Sincerely yours,
‘/A'W Z/:’[;’—L*:{/L
7 ya —
Benry Eschwege
Director .
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